Capital Intensity, Advertising Intensity and Unsystematic Risk of U.S. Restaurants by Madanoglu, Melih et al.
Journal of Hospitality Financial Management
The Professional Refereed Journal of the International Association of Hospitality
Financial Management Educators
Volume 20 | Issue 1 Article 10
Summer 2012
Capital Intensity, Advertising Intensity and
Unsystematic Risk of U.S. Restaurants
Melih Madanoglu
Murat Kizildag
Ozgur Ozdemir
Follow this and additional works at: https://scholarworks.umass.edu/jhfm
This AHFME Symposium Abstract is brought to you for free and open access by ScholarWorks@UMass Amherst. It has been accepted for inclusion in
Journal of Hospitality Financial Management by an authorized editor of ScholarWorks@UMass Amherst. For more information, please contact
scholarworks@library.umass.edu.
Recommended Citation
Madanoglu, Melih; Kizildag, Murat; and Ozdemir, Ozgur (2012) "Capital Intensity, Advertising Intensity and Unsystematic Risk of
U.S. Restaurants," Journal of Hospitality Financial Management: Vol. 20 : Iss. 1 , Article 10.
Available at: https://scholarworks.umass.edu/jhfm/vol20/iss1/10
  
CAPITAL INTENSITY, ADVERTISING INTENSITY AND UNSYSTEMATIC 
RISK OF U.S. RESTAURANTS  
 
Melih Madanoglu 
Murat Kizildag 
Ozgur Ozdemir 
 
ABSTRACT 
 
Our paper offers two key managerial takeaways for restaurant industry executives. First, 
restaurant firms should carefully evaluate their level of advertising expenditure to sales ratio 
(advertising intensity). Since advertising intensity magnifies firm’s idiosyncratic risk, 
organizations should reduce their advertising spending if an increase in sales is not likely. 
Second, executives should carefully monitor their firm’s total assets to sales ratio (capital 
intensity). We report that capital intensity increases idiosyncratic risk and thus, our findings 
suggest that firms should sell some of their assets if it is not possible to increase sales. Our study 
can help firm executives in their decision making pertaining to corporate risk management in 
capital markets.  
 
